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iseistant Director for Hesearch and Reporte T October 1358
Deputy Chief, Economic Besearch fres, ORR

Pogsiule Additiomal Reductlions ip Authorized Streaghh of
the Economic Research Aren, OBR

1. General Conalderations

Since 1 July 1956 the setivities of the ERA bave con~
tiowed to expand, in lsrge part in respouse to sharply ia-
creased decand from priority consucers. This ms taken place
during & perisd of disinishing suthorized strength. o seet
new responslbilitien assigned during the period it bes been
ROCeSHATY ot several ovcasions to ebandon or cub back on cerisin
sctivities and %o resllocate personnel resources, culmineting
in the susmer of 1759 in s extensive reorganization involving
thres of owr four divisions. This receat very consldercble
effort to economize in the utilization of owr manpower bhis
effectively eliminated such flexibility as we amlght obbhervwise
hawe had la pesting Turther reduetions in strength. To neet &
2% cut in suthorized strength would involve the elisimstion of
slght positions frow our total authorirzed strength of Lll. A
cut of 5% would involve the losa of 20 positions. Reduciion
in either of these asounts would necessitate a shift awy frox
work which has been considered of & priority mature up to the
present time; of course the Annage from loss of the latter
Tigure would be the greater.

£. Impeect of Possible Cute in Persounel Btrengbh
&. Two per cent reduction:

Activity Comment
Benearch on population in the This would meur assigneent
Zaropesn Satellites (1 position) of partial responsibility

for this eubject to the re-
glonal braanch eliminating
sxlsting focus of beslic ree
seerch on satellite manpower
probless,
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deaearch on Counell for Bconomic
Rutwal Assistence {CEAY {1 position)

Study of problems in the machinery
putiding infustyy (1 position)

Study of Soviet Bloc merchant shlp
copustruction

Study of USSR Steel Industry
{2 positions)

Prade Control Support (2 persons)

Copmegnt

This responeibility would

bave to be given some other
auglyst on » part-tise tasis,
and in view of the incressing
importance of CRMA as a Soviet
dominated, coordinating
nechanis: would W& regretteble.

Sincs the major intelligence
estisates ore becoming in-
cressingly protvlem-oriented

the lask of full time sttention
by ooe person Yo these probleuns
would possibly 4tsdinish the
reliabiiity of our entismtes ifu
this field.

The merchant shipbullding
mogrean of the Bloc has been
expanding In support of the
expanded comsercial sctivities
of these countries. Iloss of one
position would be felt in ocur
diminished sbility to seet ONE
gupport commiluents.

With fixed commitments for NI
ant KIS productlon ougp capacity
for coversge of current steel
industry &evelspments in & coOx-
prebensive way would be sharply
affected. Support for the Alr
Terpets Mvision vould be cur
tailed and salf-initiated tasic
rasearch would probably be ime
possitlie.

Elinipation of these positions
would memr: lsss indeliipsnce
support to U.0. policymalers

on sxport soukrols; aud redustion
of drwct intellilpgence support
on enforesuent. This would
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of the Beonoiic Tesssrek Avew, UR

Conde Control Support (2 persoms)
{oou )

.

e  Five Fer egnt Zoductlon:
fbirdty

Lo an Best Cormas Orvganisation,
wviet slave labor and inter-Dloo

siipation {1 persos)

Vo on grovi: and slze of Jeviet

SrivhigiiAtne Research (3 persons)

5

provebly secessitate Informiog
the Batile Act Admirdatestor of
cwe retuced suypport possibvilities
and wrdd bring vws 0 an sbeplute
windmmm 4o support of trade oCu-
ol activiy poosiils wdler
existing regulations and legis-
istion. This would veduce this
tammm o & ppefcssicoads cou~
asled with & formsy strengilh
af 50 some 3 OF § years ago.

Yould resulld in diminishod
support capability for GHE and ID/F.

would have So sheink %0 5 poople,
sai the lots of & position would

e serdous in @at it would re-

dune our capacity for exploring

v sod expeisenial lines of
research in this Qifficuil fi=ld,
vork on W U.5. ectoomy 18 done

by the Hatiovel Iscome Divisiocn

ot the Depto-bennt of Comeres, whoe
together amploy nove than 100 peopis.

Here 1t is beliewed 11 would be
secesesry W slimiiate the Ship~
vailddng Branch, resssignling soms
of its functioss and positions

with & oeb sbvving of 3 positicus.
i would be mﬁ&; singe whele
glge in the fxtelliipence c@zumnity
is there being dove 2z sdeguate job
o Bloe shizbullding and trade aod
suelh o cub-boel would sericusly
darmgs the comrmandiy ‘s soverage
this field. The logs would zaa.w a.

Approved For Release 2000/08/23 P62S00545A000100 -
pp QEPREP 020067-1



Approved For Release 2000/08/23 ;@]ﬁgg P62S00545A000100020067-1
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of the Bconomic Research Area, OBR

-l -
Subject:
Activity
Shipbuilding Research (3 persons)
{con't)

Hou~Ferrous Minersals RHesearch
{1 person)

Fesearch on Soviet Petroleunm
Industry (1 Person)

direct ispact on both the NIE
and NIS progrems. Furthermore
the elimination of another
militery branch so goon sfter
last swmer's reorganizetion
would certalnly have an ixpact
on the morale of analysts in
the Aircraft Branch, possibly
causing the more productive
among them to seck other em-

- ployment,

We would probably went o take
the cul by discontinuing the
coverage of certaln of the large
oupbers of non-ferrous metals

and minerals in the Soviet

tUnion possibly including such
lmportent ones as dismonds oy
lead and zinc. With fewer

people in a situation where the
date problem is & very serious
one it is likely that our re-
search would suffer a reduction
in relisbility and we would be
less able to respond to freguent
requests in this area. Our
support to the Alr Targets
Division of Air Force Intelligence
and to the NIS progran would
suffer. Also, publication of
bagle gelf indtiated researech |
would become even more remote |
than at present.

Ioss of a position here would be
wifortunate particularly since

we had been hoping as soon as
possible to do  research on the
iloportant end rapidly expanding
USER natural ges industry. This
project would have t0 be deferred
and basic research would suffer
with consequences bearing direcily
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Activyl

Renesrch on Soviet Petrolewum
Industry (1 person) {con't)

Resesraoh on the Huropeen

Satelliides Chenienls Industyy

{1 persom)

Ressorch on Chinese Forelm
‘Seade {1 person)

esenrch ln Xwropean Satellites
made {1 person)

k.

gmi

Regenreh on Bloe Comamiioti
tions {1 person)

on ¥IE production and o our
ability to dcal with spot Jobs.

This might e atcouplished Ly
elinionting coverage of 1 or sore
countries. Teking one person
from the Betellites coumponent
would reslly be an act of
desperution. The R pection
eauld nob e cut because of ibe
hesvy snpureest in stoslic energy
and rockat fuels research. Owr
Chinese research probles jwme
spormously sxpanded over the last
your becsuse of the need to follow
a rapidly changing chemionls
ploture in Coumunist Chine. The
Satelliten gection is also fully
ocoupled and aocepiing the cut
bhere appears simply to Le the
leset of alierunblive evils.

ioss of au epalyet on this field
wuld be regretteble if 1t were
Tound Lo W necessery sioee it
would be in confliiet with the
curreat effert of the ERA to ex-
pend our research on tbe {hinese
“"lead forsvsrd” OLTRD.

This cul would reduce the
suppoYt we are now able to give
o policymkers responsitble for
offsetting Soviet econowmic
senetration of the Free World,
a progras in vhich the Buropeasn
Satelliter are playing = major
rola.

Loas of & positlon in this
aspect of the progroes would
result in =z stretch out of the
prograz of basle atulies in

Commaniet Bloe corrmunicstion
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Activity Comment
Reneereh on Blo¢ Communict facilities and sapabliities.
tions {1 person) (con's) 8imilarly it sppears thet our
: supgport to the ¥IB progrex
vould suffer.
Puslications Staff (1 person) A by-produet of a 5 cub mcross

the board in the INA presumably
would be s reduction of the
publications losd and aocording-
1y one of the positions in the
Publications Jtatf concelvably
could be dispensed with without
undue pemmlty. To the extent
that g reducsion in stresgth
were lese than 5%, bowever, tbe
1ose of an sditorisl position
could be sxpected to result in a
siowing down of the editorial
process with s resultant diminution
of intellimence output.

3. Bew fotivi Initinted io FY 1957

During fiscal yesr 1)57 the followlug ma changes took plsce
in tha motivities of the Reonomic Rescarch Ares:

n. The [odustrisl Division asswsed sdditionnl responsibvilities
for following the econonic aspects of the Soviet gulded

P hose new sctivities and the addition of the Military
Eeonomies Branch to this Diviston, its /0 was ralsed
only from 71 to 4.
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SUBJECD: Fossibla Additional Reductions in Authorized Strength of
the Econpamic Research Area, QER :

on the TNensportation Beanch., The Division also undertook
gsetivities in support of the IAC Standing Commnittee on Ex~
changes and the Joint Committee on Mobilimation Flasning

for Poreign Eeononic Messurss. These varisd activities

asdded responsibilities eguivalent to more than ten amslysts,
vhile the Division's T/0 was incremsed by only two professionals.

c. Materials Division's major incresses in responsibilisy
were %o follow the costing of the Boviel siomic energy progras,
involving four fuli-time professiomsls ané verious other
- gepecis of the atomic energy prodlam involving the squivalent
2f one fuli-time professionsl. Five slots were assigned froo
elanvhere In the Aves o bandlae this additionnl work.

d. Amalysis Division's respousivilities &id not meterially
change during this pericd, slithough there vas & marked increase
in demmnd from the Offies of Bational Estimates.

The increese in respomsibdilities in this pericd for the Area as & Wiole
WM taken in spite of sn oversll reduction 1in strength from 515
to 413.

During this period, the following major sctivities ware added %o
the responeibvilities of the Economic Resesrch Area:

2. Induatrial Division underwent a major recrganizaiion in
order %o give incressed egpbasis to research on s&ll economic
aspects of guided missilee and space intelligence. The
number of enalysts sssizned to this work wae increased from
T to 27. Intelligeose profuction oo ground veapons and
mgranition was e¢limismted a3 wos covarage of many non-
nilitary industrisl items. Responeibility for stosic
energy econumic intelligence was trensferred to Materials
Division. Incroased desands were piaced on the Division
for intelliswnce support in the fislds of sircratlt poduction,
summrine production, slsctronice, and varisus aspacts of
militery economics. The net result of these chanpges was to
incressce the Division’s responsidilities by eu estlmated 10
analyst years dut to decresse the Division's T/0 from 7% to
73

] Bim é“:
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Look Forwerd: Needed Bew Activities

Over sad sbove the new sctivities which have boen regquested or
WMWM%m:&m,MmaWaxmm
rialds in which the trend of current developments srgoues strongly for
the initiation of uew effort. These include:

®. %«yp@&upwhmmmiﬁymmﬁmmt
Chiness seonomy. Tha Chinepe are parsuling asbitious e 7
forward” goels in chemieals, petroleus, ivon it sioel and
ammm;:MhrmmeSmmmgm
non-forrous minerals, the engineering industries and trans-
that we csn give thex. The plctuve is so confusing thel
mmmmmmwtmmrmar
scemmiation and enslysis of often cemnflicting teslce dmie
sz vell as on an issginetive yet mture interprebdation of
developments and the prospects foxr the Iutwre. This wiil
fsvolve irtensive rescorch in the several Ley flelds most
contrally inwlved.

v. The development of 8 good study om the Soviet enexrgy
malance, prosext and future, with partieulsr esphasis on
the changing roles of matural ges and petroleus relstive
o s0lid fuel.

¢. Acceptance of adiltionsl HIE responeibilities in the
fields of Sransportation including eivil aviation, electric
the sutomotive industriss. These axe now being done LY
various components of the Arwed Forces sad experience in
reviewing these secticns reveals that the resporaible
sorvices do not have the capabiliity to prolduce sdaguate
cactrivations on these subjects. Coordinstion and revision
of these sontributions reguire & large mamount of suslysts
time; trensfer of these responsitilisties to the TRA would
resuli iz & pet saving So the U.8. intelligence comrmnity.

4. Pxpansion of support to the Esst-West Exclange progresn
extensive written support fov the program. Denads for
additionsl support of this rind sre ismcressing, sccompanied
%yannéfwuﬂ.ﬁstawmm&wﬁaﬁnt@m
sawe of the delegmtions.
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. M%mnmt&mwwm&ﬁw*zmm@m
Wmtm ﬁﬁﬁmm@mﬁﬁmmmﬁswﬁ
e variety of the content of the pemetration progydes eX-
pondin, full coveroge and smmlyzis is belng incresalogly
dmmnded by the B.0. comnalty apd Ly polioyekers. We
sl anticipated epanding owe work in this Dicld by e
s8dition of two more aralysts.

25X1A9%9a

Daetribublon:
Orig & 1 - Addressee
1 - Ch/E
1 - 8t/A
1 - 8t/PR

och/s/sR: | =/2163 (6 octover 1958)
25X1A9a
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